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17 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

18 Arizona  Corpora tion Commiss ion ("Commiss ion") finds , conclude s , a nd orde rs  tha t:

1 9

20 O n  Ap ril 1 1 ,  2 0 0 7 ,  G ra h a m Co u n ty E le c tric  Co o p e ra tive ,  In c .  ("G ra h a m" o r

21 "Coope ra tive ") file d with the  Commis s ion a n a pplica tion for a uthoriza tion to tra ns fe r ce rta in of its

22 a s se ts  to the  Town of Tha tche r ("Tha tche r" or "Town") a nd to a me nd its  Ce rtifica te  of Conve nie nce

23 a nd Ne ce ss ity ("CC&N") in re la tion the re to.

24 On Augus t 29, 2006, Tha tche r wrote  a  le tte r to its  citize ns  a dvis ing the m of a  ba llot

25 me a s ure  tha t would a llow the  Town to purcha s e  a  portion of Gra ha m's  a s s e ts . The  initia tive  wa s

26 approved by the  citizens of Thatcher in the  September 2006 e lection.

27 On September 6, 2006, Graham notified its  members  of Tha tcher's  e lection ba llot tha t,

28 if pa s se d, would a llow Tha tche r to a cquire  a  ce rta in portion of Gra ha m's  ce rtifica te d a re a . Gra ha m
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advised its  members  tha t passage  of the  ba llot would result in Tha tcher becoming the  power provide r

for the  affected area .

On Ma y 15, 2007, Gra ha m file d a n Affida vit of P ublica tion, indica ting tha t notice  of

its  tiling wa s  publis he d on Ma y 6, 2007, in the  Ea s te rn Arizona  Courie r, a newspape r of gene ra l

circula tion in Gra ha m County.

6

8

On Ma y 30, 2007, the  Commis s ion Utilitie s  Divis ion  S ta ff ("S ta ff") file d  its  S ta ff

7 Report recommending approva l of the  applica tion.

6. On June  6, 2007, Graham tiled Comments  to the  S ta ff Report, reques ting amendment

9 of one  of S ta ffs  conditions .

.10 On J une  15, 2007, Gra ha m file d in the  docke t, copie s  of le tte rs  tha t it ma ile d to its

l l members  and the  notice  tha t Tha tcher mailed to its  citizens  concerning the  ba llot measure .

8. On June  18, 2007, S ta ff a nd Gra ha m tile d a  S tipula tion tha t ne ithe r pa rty be lie ve s  a12

14

1 5

1 6

13 hearing is  necessary in this  matte r.

9. Gra ha m is  a  non-protit e le ctric dis tribution coope ra tive  ce rtifica te d in De cis ion No.

33006 (April 6, 1961), to ope ra te  in mos t a rea s  of Graham County south and eas t of the  San Carlos

Apache  Indian rese rva tion. Graham currently se rves  approximate ly 6,000 members .

10. Tha tche r is  a  municipa l corpora tion which ope ra te s  a n e le ctric dis tribution s ys te m17

18 within its  corpora te  bounda rie s .

19 Graham proposes  to transfer certa in of its  asse ts  to Thatcher, and to de le te  tha t portion

20 of its  CC&N re la te d to those  a s se ts . The  transaction is  predica ted on an Agreement ente red into

21 be twe e n Gra ha m a nd Tha tche r in 1946, a nd a me nde d in 1973 (the  "Agre e me nt"). The  Agre e me nt

11.

22

23

24

25

26

27

28

gra nts  Tha tche r the  right to a cquire  ce rta in portions  of Gra ha m's  s e rvice  te rritory in a re a s  which

Thatcher has  annexed, upon issuance  of a  written notice , payment of a  purchase  price  and fulfillment

of othe r s tipula ted te rms . The  Agreement s ta te s  tha t upon consummation of a  purchase  agreement

be twe e n both e ntitie s , Gra ha m would ce de  the  portion of its  s e rvice  te mltory conta ining the  a s se ts

a cquire d by Tha tche r. As  a  re s ult, Gra ha m would a pply for ca nce lla tion of its  CC&N in re la tion to

the  ce de d portion of its  ce rtifica te d te rritory, a nd Tha tche r would imme dia te ly a ssume  re spons ibility

for the  provis ion of se rvice  to the  customers  loca ted in tha t a rea .

4.

5.

7.
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Gra ha m re ports  tha t the  Town ha s  e xe rcis e d its  option to purcha s e  ce rta in a s s e ts

pursuant to the  Agreement. Tha tche r's  reques t was  approved by its  citizens  in the  September 2006,

prima ry e le ction. On Ma rch 26, 2007, Gra ha m a nd Tha tche r e nte re d into a  purcha se  a gre e me nt for

4 the  sa le  and transfe r of the  Coope ra tive 's  a sse ts  loca ted within the  a rea  for a  sum of $731,783.35 A

5 copy of the  le ga l de s cription of the  a re a  to be  tra ns fe rre d is  a tta che d he re to a s  Exhibit A, a nd

6

7

incorpora te d  he re in  by re fe re nce .

13 I The  a ffected se rvice  a rea  comprise s  approxima te ly one  squa re  mile  on the  north s ide

8

9

of Tha tche r. The  a rea  is  spa rse ly deve loped, conta ining approxima te ly 30 re s identia l cus tomers  and

37 comme rcia l a nd wa te r pump cus tome rs . The  inve ntory of ite ms  within the  tra ns fe r a re a  include s

1 0

11

poles, wire , transformers, cable , meters  and associa ted hardware .

14. Ba se d on a  fie ld re vie w of the  phys ica l inve ntory a nd e le ctric a rra nge me nt, including

12

13

14

15

16

17

discuss ions  with Graham's  Gene ra l Manage r, S ta ff concludes  the  trans fe r of a sse ts  to Tha tche r will

not have  a  de trimenta l impact on the  se rvice  re liability for the  Graham sys tem, and tha t the  te rms a re

reasonable . S ta ff s ta te s  tha t its  conclus ion is  continge nt on the  fina l s e pa ra tion of a ll e le ctrica l

connections  be tween the  ceded se rvice  a rea  and the  adj cent dis tribution facilitie s  owned by Graham.

Sta ff be lieves  it is  important tha t the re  be  no "co-mingling" of a sse ts , and tha t Graham cus tomers  will

be  se rved through asse ts  owned by Graham, and Tha tcher customers  will be  sewed by asse ts  owned

18 by Tha tche r.

19 15.

20

21

22

23

24

25

26

27

28

Sta ff be lieves  tha t based on its  obse rva tions  and ana lys is , tha t the re  will be  minimal, if

any, re liability degrada tion due  to the  dis tribution changes  occas ioned by the  transaction. Tha tche r's

pre s e nt dis tribution s ys te m, s outh of the  a ffe cte d s e rvice  a re a  is  la rge  a nd de ns e ly popula te d in

comparison to the  se rvice  a rea  be ing transfe rred. There fore , S ta ff finds  tha t Tha tche r should be  able

to absorb the  new se rvice  a rea  with minima l impact on its  exis ting system. As the  service  area  grows

in dens ity, Tha tche r would have  sufficient opportunity to make  necessa ry capita l upgrades  to insure

sys tem capacity re liability. It appea rs  to S ta ff tha t the  work required by Tha tche r to ensure  provis ion

of s e rvice  to its  ne wly a cquire d cus tome rs  would be  routine . Furthe rmore , S ta ff s ta te s  tha t the

cus tome rs  who will continue  to be  s e rve d by Gra ha m s hould not e xpe rie nce  a ny de gra da tion in

se rvice  qua lity. S ta ff note s  the  actions  necessa ry for Graham to fully disconnect its  sys tem from the

3 DE CIS IO N n o . 69874
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2

1 area  be ing annexed by Tha tcher a re  minimal and res tricted to a  few loca tions .

16. S ta ff a lso finds  tha t the  propose d tra nsa ction will not impa ir its  a bility to continue  to

3

4

5

6

7

8

9 17.

10

provide  e le ctric  d is tribu tion  s e rvice  with in  the  re ma inde r of its  s e rvice  te mltory, a nd  tha t the

transaction will have  no immedia te  nega tive  financia l impact on cus tomers  tha t will be  trans fe rred to

Tha tche r. According to S ta ff, Gra ha m's  curre nt re s ide ntia l cus tome rs , with a n a ve ra ge  consumption

of 755 Kwh, will e xpe rie nce , a fte r tra ns fe r to Tha tche r, a  de cre a s e  of $l.76 in the ir monthly bills ,

from $74.96 to $73.20. If Gra ha m's  fue l a djus tor is  fa ctore d into the  ca lcula tion, the  tra ns fe rre d

customers  would experience  a  monthly saving of $1 l .62, Hom $86.58 to $73.20.

S ta ff finds  tha t the  transaction could re sult in a  ne t ga in of approxima te ly $679,105.48

(the  diffe rence  be tween the  purchase  price  of $731,783.35 and the  book va lue  of the  asse ts  es timated

11

12

at $52,677.87) to Graham.

18.

13

Gra ha m ha s  s ta te d tha t it propos e s  to re -inve s t the  ga in from the  s a le  to fund ne w

The  Coope ra tive  s ta te s  tha t this  propos a l is  cons is te nt with its  curre nt

14

15

ca pita l improve me nts .

s tra tegy of utilizing inte rna lly gene ra ted funds  for capita l improvements  a s  opposed to drawing on its

Commiss ion-a pprove d $10.8 million long-te rm line  of cre dit. According to Gra ha m, a s  a  re sult of its

16

17

18

19

s tra tegy of us ing inte rna lly gene ra ted funds , it ha s  only drawn ha lf of the  $10.8 million line  of credit.

Gra h a m a s s e rts  th a t u tiliz in g  th e  g a in  to  p a y d o wn  e xis tin g  d e b t co u ld  re s u lt in  n e g a tive

consequences, such as  incurrence  of prepayment pena lties . Graham argues it would be  more  prudent

to re invest the  sa le  proceeds in new capita l investments  necessary to accommodate  growth, which has

20

21

been spurred by the  re juvena tion of mining activitie s  in its  ce rtifica ted a rea .

19. S ta ff concurs  with Graham's  planned use  of the  sa le  proceeds  and recommends  tha t

23

24

25

22 the  sa le  proce e d, with ga ins  be ing utilize d for ne w ca pita l improve me nts  only.

20. Upon  cons umma tion  o f the  tra ns a c tion , Gra ha m will tra ns fe r 68  o f its  cu rre n t

cus tomers  to Tha tcher. The  Coopera tive  reports  tha t it currently holds  a  $100 deposit from one  of the

cus tome rs  be ing tra ns fe rre d to Tha tche r. Gra ha m propos e d to re fund the  de pos it by a  cre dit tha t

reduces  the  cus tomer's  la s t bill.26

S ta ff concurs  with the  Coope ra tive 's  proposa l to a pply the  de pos it a s  a  cre dit to the

28 cus tome r's  la s t bill, howe ve r, in the  e ve nt the  la s t bill is  le s s  tha n $100, S ta ff re cormne nds  tha t

27 21.
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1 Graham refund the  difference as a  cash payment.

2 22. S ta ff confirme d tha t Gra ha m is  in good s ta nding with the  Commiss ion's  Corpora tions

3 Divis ion .

4 23.

5

6

7 24.

9

Sta ff concludes  tha t the  transaction is  in the  public inte re s t a s  the  projected ga in from

the  s a le  will de cre a s e  Gra ha m's  borrowing for ne w ca pita l improve me nts  a nd the  tra ns fe rre d

cus tomers  will expe rience  a  decrease  in the ir monthly bills  unde r Tha tche r's  current ta riff

S ta ff recommends approving Graham's  reques t to transfe r ce rta in asse ts  to Tha tcher.

8 Sta ff furthe r recommends cance lling Graham's  CC&N in re la tion to the  a rea  annexed by Tha tcher.

S ta ff furthe r recommends:25.

10

1 2

1 3

14

1 5

1 6

1 8

19

20

21

22

23

24

25

(a ) tha t Gra ha m re fund a ll cus tome r de pos its  or pre pa yme nts , a s  a  cre dit to  the

11 customer bill and/or cash disbursement, prior to consummation of die  transaction,

(b) tha t Gra ha m utilize  the  ga ins  re s u lting  from the  tra ns a ction  for ne w ca pita l

improve me nts  only, a nd tha t Gra ha m file  a s  a  complia nce  ite m in this  docke t within 60 da ys  of the

Commiss ion orde r a uthorizing this  tra nsa ction, a  proposa l ide ntifying the  spe cific ne w proje cts  tha t

will be  funded with the  ga ins  rea lized from this  transaction,

(c) tha t Gra ha m comple te  the  s e pa ra tion of its  dis tribution s ys te m from the  ceded

17 se rvice  te rritory within 90 days  of the  clos ing da te  of its  transaction,

(d) tha t Graham file  with Docke t Control a  report, a s  a  compliance  item in this  docke t,

within 30 days  of sepa ra tion of its  dis tribution sys tems  from the  ceded se rvice area, a ctions  trie r to

se pa ra te  the  sys te ms  a nd a  de cla ra tion tha t the  cus tome rs  in the  a ffe cte d a re a  a re  be ing se rvice d

exclus ive ly by Tha tche r, and

(e ) tha t the  Commis s ion a uthorize  Gra ha m to e nga ge  in a ny tra ns a ctions  a nd to

execute  or cause  to be  executed, any documents  necessary to effectua te  the  authoriza tions requested

with  the  a pp lica tion , a nd  tha t Gra ha m tile  a s  a  complia nce  ite m in  th is  docke t, a ll pe rtine n t

docume nts  e vide ncing the  cons umma tion of this  tra ns a ction, no longe r tha n 30 da ys  Hom the

effective  da te  of the  transaction.26

In its  June  6, 2007, Comments  to the  S ta ff Report, Graham reques ted modifica tion of

28 one  of S ta ffs  re comme nda tions . Gra ha m re que s ts  tha t the  re comme nda tion to ma ke  re funds  of

27 26.
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1
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3

4

5

27.

28.

6

7

cus tome r de pos its  prior to the  consumma tion of the  tra nsa ction to modifie d to re a d "following" the

close  of the  tra nsa ction. Gra ha m e xpla ins  tha t a  fina l bill will not be  re nde re d to the  cus tome r until

after the  transaction has closed and the  distribution systems have been separated.

Sta ff did not file  a  response  to the  Coopera tive 's  June  6, 2007, Comments .

We  find tha t for the  re a s ons  cite d a bove , the  propos e d tra ns a ction is  in the  public

inte re s t. Furthe rmore , we  find tha t S ta ffs  re comme nda tions  a re  re a sona ble  a nd should be  a dopte d,

except tha t the  recommendation to refund deposits  should be  modified as suggested by Graham.

8 CONCLUS IONS  OF L AW

9 Gra ha m is  a  public s e rvice  corpora tions  within  the  me a ning of Article  XV of the

2. The  Commis s ion  ha s  ju ris d ic tion  ove r Gra ha m a nd  the  s ub je c t ma tte r o f the

12 applica tion.

1 1

1 3

14

15

16

Notice  of the  applica tion was  provided in accordance  with law.

4. Tha tche r is  a  fit and prope r entity to acquire  Graham's  a sse ts  in the  a rea  described in

Exhibit A, a nd to provide  e le ctric s e rvice  to the  citize ns  a nd e ntitie s  loca te d within the  a re a  to be

transferred.

17

18

19

5. S ta ffs  recommenda tions  conta ined in Findings  of Fact Nos . 24 and 25 a re  reasonable

and should be  adopted, a s  modified to provide  for the  re fund of depos its  following the  clos ing of the

transaction and a t the  rendering of the  fina l bill to the  a ffected customers .

20 ORDER

21

22

23

24

25

IT IS  THEREFORE ORDERED tha t the  a pplica tion of Gra ha m County Ele ctric Coope ra tive ,

Inc. for approva l of the  trans fe r of a sse ts  loca ted within the  a rea  de scribed in Exhibit A, to the  Town

of Tha tche r, and the  cance lla tion of its  Certifica te  of Convenience  and Necess ity for the  se rvice  a rea

be ing tra ns fe rre d to the  Town of Tha tche r, a s  de s cribe d in Exhibit A, is  a pprove d a s  conditione d

he re in.

26

27

28

IT IS  FURTHER ORDERED tha t Gra ha m County Ele ctric Coope ra tive , Inc. s ha ll re fund a ll

customer deposits  or prepayments , to those  customers be ing transferred to the  Town of Thatcher, as  a

credit to the  custorner'S  fina l bill and to the  extent such bill is  less  than the  amount of the  deposit, a s a

1 .

3.

6 DECIS ION NO.
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1 ca s h dis burs e m e nt.

IT IS FURTHER ORDERED that Graham County Electric Cooperative, Inc. shall utilize the

3 gains resulting from the transaction for new capital improvements only, and shall file with Docket

4 Control, as a compliance item in this docket within 60 days of the effective date of this Decision, a

5 proposal identifying the specific new projects that will be funded with the gains realized from the

6 transaction. The audrorized use of the proceeds Horn the sale does not constitute or imply approval

7 or disapproval by the Commission of any particular expenditure of such proceeds for purposes of

8 establishing just and reasonable rates.

9 IT IS FURTHER ORDERED that Graham County Electric Cooperative, Inc. shall complete

10 the separation of its distribution system from the ceded sem'ce ten'itory within 90 days of the closing

l l date of the transaction.

12 IT IS FURTHER ORDERED that Graham County Electric Cooperative, Inc. shall file with

2

13 Docket Control, as a compliance item in this docket, within 30 days of separation of its distribution

14 systems &om the ceded service area, a report that details actions taken to separate the systems and a

15 declaration that the customers in the affected area are exclusively being serviced by the Town of

16 Thatcher.

17 0 0 9

18 • | .

19 . • o

20 0 a o

21

22

23

24

25

26

27

28
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Commis s ion to be  a ffixe d the  Ca pitol, in the  City of P hoe nix,
this 2007.

IN W ITNE S S  W HE R E O F ,  1 ,  DE AN s .  MILLE R ,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto se t my ha nd a nd ca use d the  officia l s e a l of the

3 % da y 0f/rU51xs 'F ,

DEAN L
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT

DECIS ION rO.8 69874

CHAIRMAN C MMIS S IONER
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S ERVICE LIS T FOR: G R AHAM
INC .

C O UNTY E LE C TR IC  C O O P E R ATIVE ,
1

2 DOCKET NOS.:

3

4

5

E_01749A-07-0237

Micha e l M. Gra nt
Ga lla ghe r & Ke nne dy, PA
2575 East Camelback Road
Phoenix, AZ 85016-9225

6

7

8

9

10

Sheryl A. Sweeney
Ryle y Ca rlook & Apple white
One  North Centra l Ave , Suite  1200
Phoenix, Arizona  85004-4417

11

Mr. Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZO NA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007

12

13

Mr. Ernes t Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007

14

15

16

17

18

19

20
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23

24
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EXHIBIT A
1

2
Lega l Description of the  a rea  to be  transfe rred to Tha tche r and de le ted from Graham County Electric
Coopera tive , Inc.'s  Certifica te  of Convenience  and Necess ity

3

Tha t pa rt of S e ction 26, Township 6 S outh, Ra nge  25 Ea s t, of the  Gila  a nd s a lt Me ridia n, Gra ha m
4 County, Arizona , more  pa rticula rly de s cribe d a s  follows : Tha t portion of S e ction 26 lying S outh of

the  Gila  Rive r.
5

Tha t pa rt of S e ction 35, Township 6 S outh, Ra nge  25 Ea s t, of the  Gila  a nd S a lt Me ridia n, Gra ha m
6 County, Arizona , more  pa rticula rly de scribed a s  follows: tha t portion of Section 35 lying South of the

Gila  Rive r.
7

8
Tha t pa rt of S e ction 36, Township 6 S outh, Ra nge  25 Ea s t, of the  Gila  a nd S a lt Me ridia n, Gra ha m
County, Arizona , more  pa rticula rly described a s  follows: tha t portion of Section 36 lying South of the
Gila  Rive r. .

9

10
Tha t pa rt of S e ction 1, Towns hip 7 S outh, Ra nge  25 Ea s t, of the  Gila  a nd S a lt Me ridia n, Gra ha m
County, Arizona , more  pa rticula rly de scribe d a s  follows : tha t portion of S e ction 1 lying S outh of the
Gila  Rive r a nd North of US  Highwa y 70.

11

12
Tha t pa rt of S e ction 2, Towns hip 7 S outh, Ra nge  25 Ea s t, of the  Gila  a nd S a lt Me ridia n, Gra ha m
County, Arizona , more  pa rticula rly de scribed a s  follows : tha t portion of Section 2 lying North of Firs t
S tree t, Tha tcher, AZ.

13

14

15

Tha t pa rt of S e ction 12, Township 7 S outh, Ra nge  25 Ea s t, of the  Gila  a nd S a lt Me ridia n, Gra ha m
County, Arizona , more  pa rticula rly de s cribe d a s  follows : Tha t portion of S e ction 12 lying North of
US  Highwa y 70, e xcluding tha t portion of la nd lying within the  City of S a nford City Limits , be ing
Graham County parce l numbers  104-32-012 and 104-30-010a .

16

17

18

19

20

21

22

23

24

25

26

27

28
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